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BILL NO. R-83-08-^ / 


RESOLUTION NO. 


r- 


A RESOLUTION APPROVING CERTAIN AGREEMENTS BETWEEN 
THE CITY OF FORT WAYNE AND THE COMMUNITY AND DEVELOPMENT 
CORPORATION, THE KEKIONGA DEVELOPMENT CORPORATION, 
GUARANTEEING CERTAIN PAYMENTS BY USE OF CITY LIGHT 
LEASE FUNDS OF THE COMMUNITY DEVELOPMENT CORPORATION 
AND THE KEKIONGA DEVELOPMENT CORPORATION, APPROVING 
THE PAYMENT OF CERTAIN EXPENSES AND LOAN REPAYMENTS, 
APPROVING AN APPLICATION OF THE FORT WAYNE ECONOMIC 
DEVELOPMENT COMMISSION TO THE INDIANA DEPARTMENT OF 
COMMERCE FOR A LOAN OF $200,000.00, APPROVING THE 
APPLICATION BY THE CITY OF FORT WAYNE FOR A $200,000.00 
GRANT FROM THE STATE OF INDIANA, ALL IN RELATION TO THE 
PURCHASE OF THE MERCURY MARINE BUILDING IN FORT WAYNE, 
INDIANA, AND THE LEASE THEREOF TO MICRO SOURCE, INC. 


WHEREAS, economic development within the City of Fort 
Wayne is the goal of the City and this Common Council and is also 
to the benefit of the citizens of the City of Fort Wayne and 


constitutes a public purpose; and 

WHEREAS, Micro Source, Inc., is desirous of moving its 


operations to Fort Wayne, which move will result in the 
employment of up to 150 or more people within one year; and 

WHEREAS, creation of up to 150 or more jobs in one year 
will improve the quality of life in Fort Wayne and is a worthy 
public goal; and 

WHEREAS, in order for Micro Source, Inc. to move to Fort 
Wayne it is necessary to offer economic incentives, which include 
guarantees, and grants; and 

WHEREAS, the Community Development Corporation is a not- 
for-profit corporation and is willing to purchase a building and 
real estate and to sell said building and real estate to Kekionga 
Development Corporation, also a not-for-profit corporation, which 
will lease said building to Micro Source, Inc.; and 

WHEREAS, the Community Development Corporation is 


willing to loan Micro Source, Inc. One Million Dollars 
($1,000,000.00) for working capital; and 


WHEREAS, the purchase of the building by Kekionga 
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Development Corporation will require issuance of a One Million 
Dollar ($1,000,000.00) economic development bond; and 

WHEREAS, there are other expenses and costs which the 
City', the Community Development Corporation, and the Kekionga 
Development Corporation are willing to assume in order to assist 
Micro Source, Inc.'s move to Fort Wayne; and 

WHEREAS, it is necessary in order for the Community 
Development Corporation to purchase the building and for the 
Kekionga Development Corporation to repurchase the building and 
to issue bonds that the City guarantee a mortgage and the 
payments on the bonds; and 

WHEREAS, the Fort Wayne Economic Development Commission 
on behalf of the City desires to borrow Two Hundred Thousand 
Dollars ($200,000.00) from the Indiana Department of Commerce and 
apply for a grant of Two Hundred Thousand Dollars ($200,000.00) 
from the State of Indiana and it will be necessary for the City 
to repay the Two Hundred Thousand Dollar loan; and 

WHEREAS, it is necessary for the City to enter into cer¬ 
tain agreements and indemnifications with the Community 
Development Corporation regarding the purchase of the building; 

NOW THEREFORE BE IT RESOLVED by the Common Council of 
the City of Fort Wayne: 

SECTION 1. The City of Fort Wayne, in order to induce 
Micro Source, Inc. to move its operations to Fort Wayne, hereby 
agrees and resolves that it will guarantee the payment of a Nine 
Hundred Thousand Dollar ($900,000.00) mortgage by the Community 
Development Corporation, and partially by Kekionga Development 
Corporation, to Brunswick Corp., or its assignees, said guarantee 
to be from the City Light Lease revenues and to be in such form 
as the City Attorney shall approve; 

SECTION 2. The City of Fort Wayne further agrees and 
resolves to guarantee, out of City Light Lease revenue, repayment 
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of a One Million Dollar ($1,000,000.00) development bond to be 
issued by the City of Fort Wayne on application of Kekionga 
Development Corporation, which bond shall be for the purpose of 
Kekionga Development Corporation purchasing the Mercury Marine 
Building from the Community Development Corporation, and said 
guarantee shall be in such form as the City Attorney shall 
approve; 

SECTION 3. The City of Fort Wayne and this Common 
Council, having reviewed a proposed Agreement between the City of 
Fort Wayne and Community Development Corporation, a copy of which 
is attached hereto, is a part hereof, as Exhibit "A”, hereby 
approves said Agreement and authorizes its execution by the 
Mayor; 

SECTION 4. The City of Fort Wayne and this Common 
Council, having reviewed a Letter of Indemnification, which 
Letter of Indemnification is attached hereto, is a part hereof, 
as Exhibit "B”, approves same and authorizes its execution by the 
Mayor; 

SECTION 5. The City of Fort Wayne and this Common 
Council agree and resolve that the City shall pay from revenue 
sharing and Community Development Block Grant Funds and UDAG 
repayments the following monies by expenses and shortfalls 
including building renovation, bond and state loan repayments, 
and other expenses: revenue sharing, $200,000.00, Community 
Development Block Grant, $227>320.00, Essex UDAG repayment, 
$361,933.00; the payments authorized herein do not limit the abi¬ 
lity of the Department of Economic Development to use other funds 
appropriated for economic development to further assist Micro 
Source, Inc.; 

SECTION 6. The City of Fort Wayne and this Common 
Council authorize the Fort Wayne Economic Development Commission 
to apply for a grant of Two Hundred Thousand Dollars 
($200,000.00) and a loan of Two Hundred Thousand Dollars 
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($200,000.00) from the State of Indiana, Department of Commerce, 
said monies to be distributed to the Community Development 
Corporation pursuant to the Agreement attached hereto as Exhibit 
"A" and the City agrees that it will repay the loan to the State 
of Indiana; 

SECTION 7. The City of Fort Wayne and this Common 
Council agree that upon application by Micro Source, Inc. that 
the City will grant tax abatement for machinery and equipment 


which qualifies for said tax abat^mepsiad:. 




COUNCILMAN 


LEGALITY 
.'&T' 1983. 

_ 

Bruce O. Boxberger, Corporation Counsel 








EXHIBIT "A"' 


AGREEMENT 

THIS AGREEMENT made and entered into this _ day of July, 

1983, by and between the City of Fort Wayne, Indiana"^ (""City"), and 
the Community Development Corporation of Fort Wayne, ("CDC"). 

WITNESSETH: 

WHEREAS, the CDC is willing to purchase from Brunswick 
Corporation (hereinafter referred to as "Brunswick"), real estate 
located at 1818 Research Drive, Fort Wayne, Indiana to assist in 
bringing Micro Source, Inc. and its manufacturing operation to Fort 
Wayne; and 


WHEREAS, the total purchase price for said property, will 
be One Million Four Hundred Thousand Dollars ($1,400,000.00), payable 
as follows: the sum of Five Hundred Thousand Dollars ($500,000.00) 
shall be paid to Brumswick at closing and the balance of the purchase 
price. Nine Hundred Thousand Dollars ($900,000.00) shall be evidenced 
by a promissory note and secured by a first mortgage on the real 
estate (the promissory note shall be amortized on a Ten (10) year 
term at 11% interest and shall require a balloon payment at the end 
of five (5) years, and shall require monthly payments in the amount 
of ($12,398.40) and 

WHEREAS, the CDC shall then sell the real estate to 
Kekionga Development Corporation ("Kekionga"), at the same purchase 
price as was paid by CDC to Brunswick; however, the purchase price 
shall be paid as follows: the sum of Eight Hundred Thousand Dollars 
($800,000.00) shall be paid to CDC and the balance of the purchase 
price shall be paid by the assumption of the final Six Hundred 
Thousand Dollars ($600,000.00) owing to Brunswick by CDC; and 

WHEREAS, the proceeds from the sale to Kekionga shall be 
loaned to Micro Source as an unsecured working capital loan (together 
with an additional Two Hundred Thousand Dollars ($200,000.00) to be 
secured from the City), to be repaid by Micro Source within Five (5) 
years; and 


WHEREAS, to accomplish the purchase of the above-described 
real estate, it will be necessary for the CDC to borrow Five Hundred 
Thousand Dollars ($500,000.00) to pay the initial downpayment to 
Brunswick, of which Seventy Thousand Dollars ($70,000.00) must be 
submitted as an earnest money deposit to Brunswick upon submission of 
the Offer to Purchase; and 

WHEREAS, in order to meet Micro Source's physical 
requirements of the building, it will be necessary to air condition 
the assemply area of the building, which is estimated to cost Two 
Hundred Thousand Dollars ($200,000.00), 

NOW, THEREFORE, IT IS AGREED: 

1. CDC shall purchase the above-described real estate from 
Brunswick for One Million Four Hundred Thousand Dollars 
($1,400,000.00). The City shall loan to CDC the funds necessary to 
pay the required downpayment of Five Hundred Thousand Dollars 
($500,000.00). It is understood by the CDC that the City shall 
secure the downpayment money from the following sources: 

State of Indiana Development Grant $200,000.00 

State of Indiana Development Loan 200,000.00 

Federal Block Granat Funds 100,000.00 


$500,000.00 

provided, however, that the commitment by the City to fund the 
downpayment on the real estate shall n o t be contingent upon the City 
obtaining those specific funds from the above-listed sources. The 
City agrees to advanace, upon execution of this agreement, the 
earnest money as required by CDC's Offer to Purchase, the terms of 
which are incorporated herein by reference. 




2. The CDC shall contract to provide the necessary 
interior modifications as required by Micro Source, including but not 
limited to, air conditioning in the assemply area of the building. 

The City shall loan to CDC any and all monies needed to pay for those 
interior modifications required by Micro Source. 

3. With respect to the working capital loan being made by 
CDC to Micro Source, it is the understanding of the parties that said 
loan is committed in the principal amount of One Million Dollars 
($1,000,000.00). Because the expected net cash flow from the sale of 
the real estate to Kekionga will be approximately Eight Hundred 
Thousand Dollars ($800,000.00), the City agrees to loan to CDC that 
amount of funds necessary so that, together with the net cash flow 
from the sale to Kekionga, the CDC will have sufficient cash to honor 
its loan commitment. 

4. Becauase the CDC anticipates a cash flow shortage in 
the first year after the building is purchased, as a result of the 
six (6) month deferral granted Micro Source with respect to the 
repayment of the unsecured working capital loan, the City agrees to 
loan those funds necessary to meet CDC's obligations relative to the 
purchase of the real estate, including, but not limited to, repayment 
of the Brunswick promissory note. 

5. It is expected that CDC will secure, as part of its 
working capital loan, some form of equity participation in Micro 
Source. It is agreed by CDC that any profits realized by the CDC as 
a result of this equity participation shall be assigned to the City 
for use in promoting economic development. It is understood that the 
City may permit CDC to retain such profits to finance additional 
funding programs, but such funds shall belong to the City in 
accordance with past funding agreements executed between the City and 
CDC. 


6. The CDC does hereby agree to sign any and all necessary 
documents, in the future, to carry out the terms and conditions 
hereof. 

IN WITNESS WHEREOF, this Agreement has been signed, the 
date, month and year first above written. 

CITY OF FORT WAYNE INDIANA 


BY: __ 

Winfield C. Moses, Jr., Mayor 

City of Fort Wayne, Indiana 

COMMUNITY DEVELOPMENT CORPORATION 


BY: 


Barbara B. Daniel, President 




EXHIBIT "B" 


LETTER OF INDEMNIFICATION 


THIS LETTER OF INDEMNIFICATION is made and entered into 

this _ day of July, 1983, by and between the City of Fort Wayne, 

Indiana, ("City") and the Community Development Corporation of Fort 
Wayne, ("CDC"). 

WITNESSETH: 

WHEREAS, the CDC has executed, on even date herewith, an 
agreement between the parties to this Letter of Indemnification, 
pursuant to which the CDC will acquire from the Brunswick 
Corporation, ("Brunswick") certain real estate located at 1818 
Research Drive, Fort Wayne, Indiana with funds borrowed from City; 
and 

WHEREAS, the agreement executed of even date herewith sets 
forth the CDC's repayment obligations with respect to the funds 
borrowed from the City; and 

WHEREAS, the CDC is participating in the acquisition of the 
Brunswick real estate in order to assist the community in securing 
Micro Source's production facilities in our area, 

NOW THEREFORE, IT IS AGREED: 

1. That with respect to monies loaned to the CDC 
the City understands and agrees that the CDC will 
not be liable for the repayment of the monies 
borrowed, except to the extent of any collateral 
that may be pledged to the CDC; 

2. That the CDC's ability to repay the promissory 
note to Brunswick and the loans made by the City 
is dependent upon repayment of the unsecured 
working capital loan made to Micro Source. 

3. That the City shall indemnify and hold CDC 
harmless against any and all claims and liability 
arising out of CDC's purchase of the Brunswick real 
estate, and all loans made by City pursuant to the 
agreement executed of ever date herewith, which 
indemnification shall include, but not be limited to, 
payment of all reasonable attorney fees incurred by 
CDC in defending such claims. 

4. The CDC shall cooperate in every way possible to 
assist the City in collecting the monies loaned 
pursuant to the agreement executed of even date 
herewith. 



IN WITNESS WHEREOF, this Letter of Indemnification has been 
signed, the date, month and year first above written. 

CITY OF FORT WAYNE, INDIANA 


BY: _ 

Winfield C. Moses, Jr., Mayor 

City of Fort Wayne, Indiana 


COMMUNITY DEVELOPMENT CORPORATION 
OF FORT WAYNE 


BY: 


Barbara B. Daniel, President 
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MICRO SOURCE, INC. PROJECT 


I. Project Description 

The company known as Micro Source, with assistance from the City 
of Fort Wayne through various non-profit development corporations 
and the Indiana Department of Commerce, is committed to locating 
its assembly operation in Fort Wayne. Up to 200 jobs will be 
created in the first year with a potential of 600-900 total jobs 
after two years. 

Micro Source develops, manufactures and markets portable and 
transportable, configurable micro computer systems. The company 
was organized in 1980. 

Micro source will locate its operation in a 64,000 sq. ft. vacant 
industrial facility at Interstate Industrial Park contiguous to 
Interstate 69. The building is presently owned by the Brunswick 
Corporation. 

II. Project Costs 


Building Acquisition.$1,400,000 

Building Renovation (est.).$ 200,000 

Machinery & Equipment and 

Leasehold Improvements.$1,400,000 

Working Capital/Inventory.$3,500,000 

$6,500,000 


Note: approximately $1,000,000 of equity has been put into Micro 
Source by a group of investors "Hi Tech" and an additional 
$1,000,000 will go into the company as a result of an R & D 
syndication in August and October 1983. These additional funds 
will be used for research and development. 

III. Source of Financing for Costs 

A. Building Acquisition - $1,400,000 

The City of Fort Wayne will loan $500,000 to the non-profit 
Community Development Corporation (CDC). The CDC will acquire 
the Brunswick Building with $500,000 cash down and the Brun- 






swick Corp will take back a mortgage for $900,000 guaranteed 
by City Light Lease Payments on the mortgage will be amor¬ 
tized at 11£ for 10 years with a 5 year balloon. The $500,000 
from the City will come from the following: 

1. Revenue Sharing Account - $100,000 

2. State Industrial Development Grant - $200,000 

3. State Industrial Development Loan - $200,000 
(5% for 10 years.) 

B. Building Renovation - $200,000 (estimate) 

The City of Fort Wayne, through the CDC, will finance the 
renovation which includes air conditioning and minor interior 
alterations. Funds will come from: 

1. Revenue Sharing - $100,000 (1983 Budget) 

2. CDBG - $100,000 (1983 Jobs Bill Funds) 

C. Machinery and Equipment and additional leasehold improvements 

— £ i zion nnn r 


Bank loan with a 75 % guarantee from the State Employment 
Development Council. 

$1,050,000 - guaranteed bank loan 
$ 350,000 - unguaranteed bank loan 

D. Working Capital - $3,500,000 

1) In order to generate funds for working capital, a second 
non-profit group, the Kekionga Development Corporation, will 
acquire in September, 1983, the Brunswick building from the 
CDC. Acquisition price will be $1,400,000. Financing will 
come from a $1,000,000 industrial revenue bond guaranteed by 
City light lease funds and sub-assumption of the existing 
Brunswick mortgage. 

With approximately $1,000,000 in cash from the sale of the 
Brunswick building, the CDC will loan $1,000,000 to Micro 
Source at 5 % for 5 years. Equal amortized monthly payments 

will begin after 6 months. When Micro Source goes public 
this loan will be paid off. * 

In return for the unsecured working capital loan, the City is 
requiring that warrants be attached to the loan amounting to 
$1,600,000 at.the time of public sale. Additionally, at the 
time of public sale, Micro Source will acquire the building 
for a nominal price. 

2) Bank loan of $2,500,000 on receivables & inventory. 


IV. Additional Incentives 


A. Tax Abatement - 5 years on machinery 

B. Training assistance - State training programs and local 
grams to be negotiated. 


pro- 


PROJECT IMPACT 


Jobs 

200 - 1984 
600-900 - 1986 

Types of Jobs 

-clerical -engineering 

-assembly -technicians 

Ratio of City (Direct dollars) to Private Dollars 

$789,253 I $4,900,000 or 1:6.2 


Benefit to Tax Base 


This project will take an industrial building off the market that 
has been vacant for over 2 years. 

Property taxes,estimated to be $12,642/year will be paid by 
Micro Source and after 5 years, full taxes will be paid on the machinery 
and equipment. 


Economic Development Goals 

1. Diversify the industrial base 

2. Act as a catalyst to attract similar companies and supplies 

3. Benefit to exising companies and their potential to be suppliers 






Total Financial Exposure by Source of Funds 

-City of Fort Wayne- 


1. City Light Lease Guarantee - $1,900,000 

2. General Revenue Sharing - $200,000 

(presently budgeted for Economic Devleopment - 1983) 

3. Community Development Block Grant - $227,320 

1983 - $100,000 (building renovation) 

1984 - $ 25,464 (State loan repayment) 

1985 - $ 25,464 (State loan repayment) 

1986 - $ 25,464 (State loan repayment) 

1987 - $ 25,464 (State loan repayment) 

1988 - $ 25,464 (State loan repayment) 

1989-93 - $127,320 (State loan repayment) 

4. Sale of Essex UDAG note - $361,933 

1983 - $263,944 - grant to CDC for working capital and 

shortfalls 

1984 - $ 64,917 - mortgage and bond payment shortfalls 
1985-88 - $ 33,072 - mortgage and bond payment shortfalls 

$2,816,573 - Total City Exposure 

200,000 - State Grant 

$3,016,573 - Total Public 






State Involvement 


1. State Industrial Development Grant Fund - $200,000 

2. State Industrial Development Loan Fund - $200,000 

3. 75% loan guarantee on machinery and equipment - $1,050,000 guarantee 

4. Training funds - $250,000 


Total: $1,700,000 



Private Financial Involvement (initial) 


1. Equity - $2,000,000 

2. Machinery and Equipment loan - $1,400,000 

3. Working Capital loans - $3,500,000 


Total: $4,900,000 



■ P. O. BOX 319 
NEW LEBANON, OHIO 45345 
(513) 687-1395 


2711 VALLEY VIEW LANE 
SUITE 103 

FARMERSBRANCH, TX 75234 
(214) 243-4497 


July 26, 1983 


Mayor Win Moses 
Ninth Floor 
City-County Building 
Ft. Wayne, IN 46802 

Dear Mayor Moses: 

I would like to take this opportunity to thank you for the help and 
consideration which Micro Source Inc. has received over the past 
several weeks from yourself and all of the City staff as we have 
worked together in an effort to provide for the possibility of oar 
company moving its home office and production facility to Ft. Wayne. 
It would seem that we are now at the point, subject to all of the 
understandings falling into place, that Micro Source Inc. will be 
moving to Ft. Wayne. " As has been previously discussed we will be 
moving approximately 20 to 25 people to Ft. Wayne and anticipate 
that within 12 months thereafter we will have approximately 180 
to 200 employees there. 

It is my understanding that Ft. Wayne is mov.ing forward in- the 
acquisition of the 64,000 square feet Brunswick Corporation building 
at 1818 Research Drive. Also, plans for the necessary remodeling 
to meet our needs are progressing. 

As you know there are a number of other matters which must still 
fall into place including those with, the State of Indiana, the 
City of Ft. Wayne and your local banks. We will be working together 
over the next week or so to resolve all of the understandings so that 
the final decision can be completed. 

Again, thank you for your interest and assistance. We certainly 
look forward to a long and fruitful relationship. 


Very truly yours, 



JRGrcap 





PURDUE 

UNIVERSITY 


BUSINESS AND INDUSTRIAL DEVELOPMENT CENTER 


July 14, 1983 


Mayor Win Moses 
Ninth Floor 
City-County Building 
Ft. Wayne, IN 46802 

Dear Mayor Moses: 

At the request of Kathy Moses, of your staff, I am writing you about 
Microsource, Inc. currently of New Lebanon, OH. In the next few weeks it 
appears as though several groups are going to be making decisions 
regarding the location of Microsource, Inc., in Ft Wayne. Therefore, I 
am going to summarize my observations from a visit that David Bowell, of 
the Indiana Department of Commerce, and I made to the office of Mayor 
Henry Nanz of Lawrenceburg, IN, on June 20, 1983. At that visit several 
representatives of Microsource conducted a demonstration of microcomputer 
equipment that they manufacture. I will limit my remarks to the 
technical aspects of the company since, I understand, that you have 
complete financial information on them from other sources. 

Microsource manufactures a line of portable computers that were 
originally targeted for the industrial market. They feature rugged 
construction and a modular design approach that permits a basic computer 
in the line to ''grow" into higher end computers. Their machines are 
designed around the STD buss which is probably the most popular industry 
standard. There are several independent companies that manufacture 
boards to the STD standard; therefore, a Microsource computer owner has 
access to a wide variety of boards for special configurations. The 
Microsource computers can be purchased with built-in floppy disk and hard 
disk drives. They are the only portable computers, that I know of, that 
are available with hard disk drives installed in the machine frame. 

Their machines come with a large assortment of software that is included 
in the purchase price. For example, their standard package includes a 
word processor and and electronic spread sheet. Additionally, their 
computers can be operated under the UNIX operating system, widely used at 
Purdue and elsewhere, as one of the available options. 

They are developing a new line of machines that is targeted at the 
home computer market. This line is also "growable" so that a purchaser 
does not find his machine obsoleted soon after starting to use the 
machine. It will compete with Kaypro and Osborne. Note that Osborne is 
having trouble with their latest addition to their line; this makes them 
vulnerable to competition from a new, well-designed machine.* 


A> e 


% 


Engineering Administration Building 
West Lafayette, Indiana 47907 
(317) 494-5858 


In summary, I feel that Microsource has three basic unique features 
in their product line: a hard disk memory in a portable computer, a 
flexible "growable" architecture, and a rugged mechanical structure. I 
feel that they will, if they have prudent financial management, become a 
strong third force in the portable computer market. The company 
management has impressive technical credentials that indicate, to me, 
their ability to out think their competition. 

Please contact me if further detail is required. 

frnl v vnnrQ 



LeRoj(/F. Silva 
Director 

Ball Brothers Professor of Engineering 


LFS/cs 


cc B. Bosworth, IDOC 
D. W. Bowel1, IDOC 

J. Davis, IDOC 

K. Moses, City of Ft. Wayne 
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1. SUMMARY 


1 - 

We ss °n ancJ South College. Additional R&D funding was obtained 
through SBA and MESBIC loans. 9 obtained 

Initial development of the M6000 series of computer* 
completed in May, 1982 with delivery of production mSd^S to 
customers beginning in October, 1982. About 300 sys?£is have 
S ? 1 g? ed .^ such customers as the U.S. Army Support Center 
Conation ' Westln 9 house ' Litton Industries and Xerox ' 

^™,r^ Ie J dS l °l additional capital led the organizers of Micro 
Source to seek new investments in the company. In March loan 

rarS e hM eSt “ Bt 1 T ° UP ’ ? i_TeCh investments Group, 983 ' 3 

( Hi Tech), secured a right to acquire 42% of the stack of Mirm 
Source, through merger, in exchange for funds used to (i) f MlCro 
^? m P an y’ s financial situation; and (ii) provide 
financia^an^h 111 ^ capital. Hi-Tech provides management, 
financial and business counsel to Micro Source It i * 
that Hi-Tech investment and Micro Source win^erge in CSst 
1983; after the merger, shareholders in Hi-Tech shall own ? 

stock""of°Micro Source? 1 ° f iSSUed a " d outstandin 9 common 

Key management at Micro Source is provided by a qrouD of 
experienced business executives and managers who have, for the 
most part, been recruited since March, 1983. The two 
originators/inventors have been freed of the constraints of 
day-to-day administrative work to concentrate on Research and 
Development, their areas of greatest expertise. 

Micro Source is entering the marketing phase of its 
development and will pursue a strategy of using independent 
industrial distribution, supported by vigorous marketing 

a°rS?E?M a?wu£?s? e11 C ° mputer s * steras to industrial, military 

Micro Source is seeking $4.5 to $5.0 million of additional 
funding through loans and/or state grants. New funding will be 
used for both fixed assets and working capital requirements 
Approximately $1 million would be invested in equipment such as 
an automated circuit board tester and other equipment needed tl 
support an Incoming Inspection Department, Quality Assurance 
mal Testing, Assembly and a Stock Room/Inventory Control 
unction. Working capital would be used to support inventory and 
accounts receivable build-ups, and fund additional wo?kI^q Y 

"ade a sh?w q piS??on. f ° r intensive marketin 9' advertising^ 
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2. PRODUCT/TECHNOLOGY 


A. Current Products 


The current Micro Source product line is its M6000 series of 
fully integrated, configurable, transportable micro computer 
systems. Technological innovations which distinguish these 

systems include these "firsts" in portable computer applications: 

* Built-in dual 5 1/4" floppy disks 

* Linkage of external 8" floppy disks drives with total 
operating systems capability 

* Integration of 5 1/4" Winchester hard disk drive 

* Built-in 9" CRT 

* Built-in 9" color CRT 

* Integration of multiple printed circuit boards, with 
six board "slots" available for user configuration 

Proprietary STD BUS printed circuitry in the M6000 series 
provides the support for its distinguishing characteristics: 

* CPU RAM board based on the STD 280A BUS with 64K RAM is 
uniquely flexible in its ability to allocate memory to 
either PROM or Dynamic RAM. The board also provides an 
addressable capacity up to 512K bytes. 

* Floppy Disk Controller board controls four disks in any 
combination of 8" and 5 1/4" drives. Using industry 
standard drives it makes these storage capacities 
possible: 

376K on each of 2 double sided, double density 
built-in 5 1/4" floppy disks. 

10.2 M-byte or 20.4 M-byte on a built-in 5 1/4" 
Winchester hard drive. 

1.2 Mbyte on each of 2 external 8" floppy drives. 
These drives may be configured single sided, 
single density - the IBM 3740 format; single 
sided, double density; or double sided, double 
density. 

* Multi I/O Board provides 2 RS 232 serial ports and one 
Centronix parallel port to support external modem CRT 
and printer. 

* Multi Layered Video Controller operates either built-in 
or external monochrome and or color CRT's. Text 
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display is a full 80 characters by 24 lines with 256 
characters available. Ciphers and scrolling are 
supported and four video attributes are provided for 
each character. Color CRT's can utilize 16 colors. 

The system also allows emulation of three popular video 
terminals. 

These above mentioned four boards occupy four of ten slots 
"the card cage of the M6000 systems. The remaining six slots 
are available to users through a convenient access panel on the 
rear of the unit. Commercially available STD BUS boards allow 
the user to configure. M6000 systems provide the user with the 
ability of performing such functions as interfacing with 
industrial control equipment, converting analog to digital (and 
digital to analog), utilizing 1 Mega byte non-volatile "bubble" 
memory circuits, camera interfaces and even voice synthesization 
and recognition functions. 

The following functions are available in the current product 
series of the M6000 system: 

Model - M6000P: 2 5 1/4" floppy disks with 376K storage each. 

Model - M6000P/K: One 5 1/4" Winchester hard drive which can be 
formatted for 10Mb or 20Mb capacity and one 376K floppy disk. 

Model - M6000P/C: 2 5 1/4" floppy disks with 376K storage each 

and 9" color CRT. 

Model - M6000P/H/C: 1 5 1/4" slim line floppy disk with 376K 

storage and 5 1/4" Winchester hard drive with 9" color CRT. 

B. New Products 

Micro Source is completing the R&D work which shall lead to 
commercially marketable new products within the areas of printed 
circuitry and configurable systems. These products will enhance 
current products as well as provide a potential for entry into 
new markets. They will provide interface capabilities with all 
popular software systems and memory capacities far beyond the 
range available in any available transportable system. 

Micro Source has completed all R&D on its new series of 
light weight, portable computers which shall be marketed at the 
low-end of the existing price structure of the computer market; 
based upon the sensitive nature of information with respect to 
this "Project Y", more information will be made available to 
interested parties only after non-disclosure agreements have been 
executed. 

The Micro Source product development philosophy is user 
configurability, expandability and interchangability. Micro 
Source users buy only the system they need now, knowing that it 
can be expanded when future needs so dictate. Further, all Micro 
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Source models are fully compatible. Data and programming 
diskettes developed in any Micro Source model will operate any 
other Micro Source model. 

Product and technology are Micro Source, Inc's, greatest 
strengths as the company moves ahead to expand its market entry. 

3. MARKETING PLAN 

With a solid technological foundation, a year's sales 
experience and the addition of several key managers. Micro Source 
is commencing the formalization of a detailed marketing plan 
based on these concepts: 

The market segments to be served with the M6000 series and 
new products under development include: 

* Industrial users for both control and R&D applications. 

* OEM firms - both builders of equipment and "software 
packages". 

* The "military market" through direct sales and sales to 
major prime contractors. 

* Aerospace research. 

Entry sales have been made into each of these segments, with 
excellent reception of the product; the potential for high volume 
sales in the near future to these markets clearly exists. 

The channels of distribution that are being developed 
include: 

* Manufacturer's Representative organizations which have 
a successful record of systems sales and established 
customers in one or more of the segments we wish to 
serve. 

* Wholesale Distributors of electronic industrial 
equipment, and components, with multi branch original 
and/or potential, operations. 

This network of sales organizations will be supported with: 

* Advertising in business, trade and vocational 
publications which will be structured for horizontal 
reach to the broad audience of business executives and 
planners and for vertical impact on engineers, 
designers and scientists who are potential users of 
configurable computer systems. 

* Direct mail advertising targeted by SIC classification 
and user vocation. 
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C^exf^t^L t L C 1^ i ^ i LS°L^ u L h rc S onfe C Lnce 

“d llUTllll shows” bUt ° r partici P ati °" - regional 

Public relations activities aimed at raisinq Micro 
Source's profile in the business, trade and^ocatLnal 

-Training programs for distributor sales personnel which 
benefits? nCS Pr ° dUCt kn ° wled 9 e and appreciation of uslr 

* Seminars addressed to initial audiences of potential 

benefits? ^ famillarize them with Product features and 

a.u’S.H ^r; ;sr .s; a.'s./a s"” 

will be contacted by an independent industrial sales force ? 
recruited and directed by Micro Source sales management. 

. P1 anned sales growth and product volume for Micro Source 
during the next five years is as follows: 


1984 

1985 

1986 

1987 

1988 


$ 20 , 000,000 
$ 50,000,000 
$ 90,000,000 
$145,000,000 
$ 200 , 000,000 


Though distinctions between market segments for 

^9 htw eight and hand held computers are blurred, 
and still evolving, independent estimates suggest that the market 
for all kinds of portable computers will reach $10 billion in 
five years. The Micro Source share of the total portable 
computer market is projected to be two percent. 

Our competition has been identified as at least eleven firm., 
who market transportable computer systems. Features vary widely 
but in no event do the existing popular brands approach the power 
and configurability capacities of Micro Source systems? As 5e 
succeed in establishing our brand position and competitive 
^i^ eren bistions wl hhin the market place, we will occum, „ 
which, while highly competitive, wi?l be'reas^ably selLe * 
because of our features of configurability, expandability and 
mterchangability. Appendix "A" lists our identified competitors 
and compares systems features. P ltors 

suggested^ltS ?eJe!s: SOUrCe n '° d ' elS iS at the foU “< i "S 
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M6000P $3,900 
M6000P/C $5,100 
M6000P/H $6,395 
M6000P/H/C $8,100 


These prices include a highly competitive bundle of software 
which includes word processing supplemented by spelling and 
variable form correspondence packages, an electronic spread 
sheet, file management and programming software. 

We anticipate that improved purchasing performance, higher 
volume purchasing, renegotiated software pricing and revision of 
Qls ^- r - L kutor margins in accordance with industry practice will 
allow us to reduce our suggested retail pricing by as much as 
thirty percent. These pricing reductions will further improve 
our competitive stance and accelerate our market penetration. 

4. MANAGEMENT 


A. Key Management 

Micro Source has moved vigorously in the past ninety days to 
recruit a corps of mature business executives with diversified 
experience in both technological and other wide-ranging field. 
This group of managers is supported by consultative advice from 
members of the Hi-Tech Executive Committee. 

.The following is a profile of the current management line-up 
at Micro Source. v 


Chief Executive Officer: Edward L. Day 

Mr. Day has discharged senior positions ranging from 
Vice-President/General Manager and Director of International 
Marketing to Vice-President, Manufacturing for five high 
technology oriented firms including Texas Instruments, Zilog 
Inc. and Intel Corporation over a period of sixteen years. He 
served as a navigator for nine years with the U.S. Air Force 
holding the rank of Major. He earned a B.A. in Geology from the 
University of Texas. J 

Vice Chairman of the Board and 

Executive V.P. Special Projects: J. Robert Gross 

Mr. Gross conducted an extensive practice in corporate law 
for thirty years and participated actively in several successful 
business enterprises. He recently served as President of 
Consumer Durable Goods Marketing Company during its successful 
start-up. He holds a J.D. degree from Ohio State University. 

Chief Financial Officer: Thomas H. Miller, C.P.A. 

Mr. Miller has eighteen years of business experience 
including three years as a CFO in the construction industry, two 




years as a financial systems consultant and three years of 
computer software sales experience. He has worked in auditing 
and tax accounting with a Big 8 firm and as a college instructor 
He holds a B.B.A. and J.D. from the University of Toledo. 


Chairman of the Board and 

Executive V.P. Research and Development: Paul Young 


, J Mr * Y ?V n 9 has twelve years experience in the micro computer 
field, working in Japan as Vice President, Engineering at IDS and 
in the U.S. in research and applications engineering for Daycom 
and Mostek. He served four years in intelligence work with the 
U.S. Air Force. He attended Manchester College in Physics and 
has done graduate work at the University of Maryland and Case 
Institute in Computer Science. 


Vice President, Engineering: Wayne Weirich 

Mr. Weirich worked for fifteen years at Mostek; his most 
senior position was Design Manager for the STD BUS Design Group. 
He holds a B.S.E.E. and an M.S.E.E. in Computer Science from the 
University of Texas. 


Vice-President, Sales: Wallace Cowper 

Mr. Cowper has ten years sales experience in components with 
Cramer Electric and Arrow Electronics. He was Manager, group 
selling systems, at Mostek. He served in the U.S. Army 2nd holds 
an Associate in Management from Cleveland University. 

Sales Manager, East: James Robert Kreeger 


Mr. Kreeger worked at the GE and HME Group as a design 
engineer for nine years and as a field applications engineer for 
National Semiconductor. His sales experience includes two years 
with an independent Manufacturer's Rep firm and twelve years of 
Regional Sales Management responsibilities with National 
Semiconductor, Mostek, Zilog and Silicon Systems. He holds a 
B.S.E.E. and M.S.E.E. degrees from Syracuse University. 

Sales Manager, West: Lynn Jenkins 


Mr. Jenkins has a twenty-five year career which includes 
service at Hughes Aircraft, Aerojet General, Ampex, Omron, Zilog 
and NASA. He has participated in the development of the F102 and 
the titan.missile, built and administered national service 
organizations and advised NASA on data acquisition at its Dup 
Space Information Facilities. His most recent position was an 
Area Sales Manager for Zilog. 

Field Sales Administrator: Janet Young 

Mrs. Young has extensive prior experience with the U.S. Air 
Force as a Contract Administrator. 
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Production Manager: Robert R. Rambousek 

Mr. Rambousek has twenty-two years of R&D, Engineering and 
Plant Management experience. He has been associated with 
Northwestern University and the Cox Coronary Heart Institute in 
R&D; Dayton Communications Corp. as a Senior Design Engineer; and 
Techmet Company as a Production Manager. He has also worked in 
sales of engineering software. He served in the United States 
Army. His undergraduate study in engineering took place at 
Marquette University and DeVry Technical Institute and he has 
done graduate work at Northwestern. 

Purchasing Manager: R. Gene Kister 

Mr. Kister worked for sixteen years in purchasina with NCR 
Corporation serving in four different divisions and gaining wide 
experience in all areas of electronic components. He holds a 
B.S. in Business Administration from Ball State University. 

Director of Marketing Development: Walter S. Harrah 

Mr. Harrah has twenty-two years experience in marketing and 
marketing communications including both industrial consumer goods 
companies and fourteen years of agency work in which he served 
several Fortune 500 companies. His work has won national awards 
for excellence and advertising readership. He recently 
participated in a successful start-up which grew to nearly 
$50,000,000 in sales in its fourth year. He holds his B.A. 
degree from the University of Toledo. 

Executive Committee of Hi-Tech Investment Group, Inc. 

The Executive Committee of Hi-Tech Investment provides 
management oversight to Micro Source and certain of its numbers 
provide consultative advice to various sectors of Micro Source. 
The Hi-Tech Investment Executive Committee includes; 

Mr. David L. Brooks 

President, Br-lyn Inc., Cincinnati 

Mr. James W. Hagen 

Portfolio Manager, E.F. Hutton Consulting Services 

Mr. Stephen M. Edman 

E.F. Hutton, Consulting Services 

Mr. Edward Kress 

Partner, Porter, Wright, Morris & Arthur 
Mr. J. Robert Gross 

Mr. Brooks and Mr. Hagen provide advice in support of the 

CFO. 
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Mr. Edman provides advice in the sales area. 

Mr. Kress serves as Corporate Legal Counsel. 

Mr. Gross, as noted, serves in an executive capacity with 
Micro Source. 

B. Organization 

Mr. Day has been appointed CEO to handle all day-to-day 
operations and to establish a reporting structure consistent with 
the company's goals and needs. In the interim, all department 
heads report to Mr. Gross with the exception that Mr. Kister, 
purchasing manager, reports to Mr. Miller, CFO. The two area 
Sales Managers and the Field Sales Administrator report to Mr. 
Cowper. 

C. Compensation and Ownership 

Management compensation is consistent with competitive 
levels in the Dayton area and the high technology fields ranging 
from $35,000 to $125,000 per year for the current Micro Source 
management group. 

Ownership is distinguished between participation in Micro 
Source and participation in Hi-Tech Investment: 

* Messrs. Young, Cowper, and Weirich and Mrs. Young are 
shareholders in Micro Source. 

* Messrs. Brooks, Hagen, Edman, Kress and Gross are 
shareholders in Hi-Tech. Mr. Miller and Mr. Harrah 
have been offered the opportunity to purchase a small 
number of Hi-Tech shares. 

* Messrs. Day, Kreeger and Jenkins have employment 
agreements that allow them to earn shares in Micro 
Source, Inc. commensurate with their measured 
performance. 

D. Staffing Plan 


A staffing plan has not been completed. Priority areas to 
be addressed include: 

* Production and Test Engineering 

* Quality Control 

* Incoming Inspector 

* Senior R&D personnel 

* Sales administration personnel 
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Administrative personnel in finance and purchasing 

Marketing activities will be carried out on a contract 
basis by various advertising and support agencies which 
are being evaluated for selection now. 

5. FINANCE STATEMENTS & PROJECTIONS 


Past 

and Present 


1 . 

6-30-82 

Appendix 

"B' 

2. 

2-28-82 

Appendix 

"C 1 

3. 

4-30-82 

Appendix 

"D' 


B. Five Year Proforma Appendix "E" 

C. Projected Equity Ownership 

Presently there are 444 issued and outstanding shares of 
common stock of Micro Source, Inc. Pursuant to the March, 1983 
Reorganization Agreement between Micro Source, Inc. and Hi-Tech 
Investment Group, Inc., Hi-Tech has the right to require a merger 
with Micro Source; immediately after the merger, the shareholders 
of Hi-Tech shall own forty-two (42%) percent of the issued and 
outstanding common stock of Micro Source. Hi-Tech will have 
injected $1 million in equity to Micro Source as of the time of 
the merger. 

After the Hi-Tech-Micro Source merger, Paul Young and Janet 
Young will be the beneficial owners of approximately thirty-one 
(31%) percent of the issued and outstanding common stock of Micro 
Source. It is anticipated that the merger of Hi-Tech and Micro 
Source shall take place in August, 1983; prior to the merger, the 
common stock of Micro Source shall be split to provide for 10,000 
authorized common shares. It is anticipated that Micro Source 
shall issue securities in a public offering, for purposes of 
working capital requirements and debt repayment, at a time to be 
determined between Micro Source and its underwriters. 

D. R&D Tax Shelter 

A Research and Development Tax Shelter is presently being 
prepared by management of Micro Source. Through the sale of this 
R&D Tax Shelter, approximately $1 million of funding for future 
Research and Development for Micro Source shall be provided. It 
is anticipated that this $1 million will be made available to 
Micro Source during the period of August through October, 1983. 

6. OPERATIONS PLAN 

Micro Source requires a modern one-level building that 
provides conventional administrative offices, a sequestered R&D 
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area, a shipping and receiving area with trailer level truck bays 
and a production area that must be constantly air-conditioned and 
dust and static-free. The space required is 60,000 to 70,000 
square feet. 

Capital equipment required includes an automated circuit 
board tester, an assembly line and equipment to support Incoming 
Inspection, Quality Assurance, Final Testing and a Stock 
Room/Inventory Control function. The approximate cost of this 
equipment is in excess of $1 million. 

Labor force needs in 1984 will be in the range of one 
hundred fifty to two hundred administrative and production 
personnel. Growth to $200,000,000 in sales in 1988 would produce 
employment of 900 at our main location. 

Our operation is suitable to any geographic location that 
provides a skilled work force, sufficient utilities and 
convenient shipping access to major markets throughout the United 
States. Educational facilities which produce graduates in the 
electronic and computer science fields, and would fund and 
participate in R&D projects with Micro Source, would be an 
additional benefit. 

Micro Source has a technological point of view that leads to 
the development of "hardware" which is extremely receptive to its 
users' software needs. User expandability and configurability 
are also features not commonly emphasized in small computer 
design. User sensitivity is—in effect—an inherent part of our 
technological point of view. 

Our management has been buttressed with executives who have 
successful records of building companies in this field, mature 
expertise in their specialties and experience with other 
successful start-ups. This management is well-equipped to make 
Micro Source successful. 

Risk factor is further reduced by our targeting our effort 
to deferred market segment which is setting the trend to smaller 
and less costly portable computer systems. The headlines are 
going to the desk top computer battleground but the emerging 
trend is to portability. This market is estimated to be able to 
reach $3.5 to $4.0 billion in 1984 and as much as $10 billion 
within five years. With the initial financial support we have 
outlined Micro Source. 


7. RISK 

No field in today's world offers the technological and 
financial horizons which are presented by high technology micro 
computers. Industry literature is unanimous in stating that the 
size and cost of small computers are sure to move rapidly 
downward in the immediate future. As this occurs, the use of 
small computers in business, industry and homes will continue to 
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multiply with market saturation being at an almost unforseeablv 
distant point. y 


Any firm entering this field with an effectively uniaue 
technological point of view, and a sensitivity of user needs ha«? 
an excellent opportunity for success provided that: (i) it is 
responsibly and maturely managed; and (ii) markets intelliaenfclv 
H istoncally, high-technology companies have been able to make Y * 
public offerings, in a strong market, of twenty to twenty-five 
percent of their ownership and realize a return equal to four 
times their current sales pace. This return gives them 
tremendous financial strength with which they can maintain 
technological leadership and gain an enhanced market position. 


July 1, 1983 
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